



THE VALIDITY OF THE FISHER EFFECT FOR 
 
THE CASE OF TURKEY
The aim of this paper is to investigate the relationship between interest 
Autoregressive distributed lag (ARDL) and non-linear autoregressive dis-
tributed lag (NARDL) models were estimated for Turkish economy between 
-
ity of Fisher Effect both for short and long run. The results of NARDL models 
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1. INTRODUCTION
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 Short term interest rates
1month
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 Mid- term interest rates
 Long-term interest rates
Inf
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Table 2: 
DESCRIPTIVE STATISTICS
Interest Rates Mean Min Max Std Dev Skewness
Short term interest rates
1 month 11.28 5.29 4.27 0.81  2.41
3 months 25.37 4.19  2.82
25.12 4.01 0.88  3.03
CBpolicy  9.29 1.5 22.5 5.29 0.79  2.55
CBdiscount 8.75 27 0.50  1.87
Mid- term interest rates
1 yeardepo 12.55 7.53 23.24 3.75  2.21
1yearbond 12.35 27.1 5.14 0.94  2.72
Long-term interest rates
3yearsbond 5.35 3.90
5yearsbond 12.11 25.94 4.24  3.07
10yearsbond 10.43 21.39 2.79
Inf 3.98 25.24 3.22 2.44 11.53
4.2. Unit Root Tests
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1. 
Table 3: 
ADF AND PP UNIT ROOT TESTS
Variables
ADF PP
Level First diff. Level First diff. 
Short term interest rates
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Table 4: 
Variables Levels Model C Break- date
Short term interest rates
1 month deposit rate 2009 M01











4.3. Bounds Testing 
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Table 5: 
BOUND TEST RESULTS FOR ARDL MODELS
Short Term Interest Rate Models
Model 1: 1 month deposit rate 5.75**
Model 2: 3 months deposit rate
14.33*
Model 4: CB policy rate
Model 5: CB discount rate
Mid-term Interest Rate Models
20.877*
Model 7: 1 year goverment bond 2.94
Long- term Interest Rate Models
Model 8: 3 years goverment bond 2.87
Model 9: 5 years government bond 3.05
Model 10: 10 years goverment bond 1.37
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BOUND TEST RESULTS NARDL MODELS
Short Term Interest Rate Models
Model 1: 1 month deposit rate 2.71
Model 2: 3 months deposit rate 2.37
9.13*
Model 4: CB policy rate 1.93
Model 5: CB discount rate
Mid-term Interest Rate Models
9.03*
Model 7: 1 year goverment bond 4.54*
Long- term Interest Rate Models
Model 8: 3 years goverment bond
Model 9: 5 years government bond 5.70*
Model 10: 10 years goverment bond 1.54
4.4. ARDL and NARDL Estimation Results
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Table 7: 
RESULTS OF ESTIMATION: LINEAR MODEL
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
i















































[0.47] [0.14] [0.00]* [0.329] [0.01]**
ECT
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Table 8: 
RESULTS OF ESTIMATION: NONLINEAR MODEL
 Model 3 Model 6 Model 7 Model 9
i
0.047 [0.02]** 0.11 [0.01]**
0.05 [0.02]** 0.098 [0.08]***




0.124 [0.00]* 0.752 [0.00]* 0.829 [0.00}*
0.228 [0.00]* 0.238 [0.11]
0.209 [0.20] 0.231 [0.08]*** 0.871 [0.09]*** 1.591 [0.00]*
C 0.302 [0.14] 0.930 [0.12]
ECT
Model 3 Model 6 Model 7 Model 9
2.04 [0.08]*** 2.15 [0.00]* 1.34 [0.00]* 0.80 [0.10]
2.01 [0.10] 2.20 [0.00]* 1.49 [0.00]* 0.91 [0.07]***
0.99 0.99 0.95 0.49
LM (2) 24.302 [0.01] 13.337 [0.345]
ARCH (2) 12.903 [0.115] 17.775 [0.122] 30.217 [0.057]
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CONCLUSIONS
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